2009/2010 Annual Report for Hlabisa Local Municipality 


Hlabisa Local Municipality 

Annual Finanaal Statements for the year ended 30 June 2010 


Notes to the Annuai Financiai Statements 


3. New standards and interpretations 

3.1 Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the 
current financial year and that are relevant to its operations; 

IFRS 7 (AC 144) Financial Instruments: Disclosures 

IFRS 7 introduces new disclosures relating to financial instruments and does not have any impact on the classification and 
valuation of the municipality’s financial instruments. 

The effective date of the standard is for years beginning on or after 01 January 2007. 

The municipality has adopted the standard for the first time in the 2010 annuai finanaal statements. 

The impact of the standard is set out In note 2 Changes in Accounting Policy. 

May 2008 Annual Improvements to IFRS’s: Amendments to IFRS 7 (AC 144) Financial Instruments: Disclosures 

The amendment relates to changes in the Implementation Guidance of the Standard. Total interest Income was removed 
as a component of finance costs from paragraph IG13 This was to remove inconsistency with the requirement of IAS 1 
(AC 101) Presentation of Financial Statements which precludes the offsetting of income and expenses 

The effective date of the amendment Is for years beginning on or after 01 January 2009. 

The municipality does not envisage the adoption of the standard until such time as It becomes applicable to the operations 
of the municipality. 

It Is unlikely that the ammendment will have a material impact on the municipality’s annual financial statements 
May 2008 Annual Improvements to IFRS’s: Amendments to IAS 19 (AC 116) Employee Benefits 

With regards to curtailments and negative past service costs clarification has been made that 

• When a plan amendn*ient reduces benefits, the effect of the reduction for future service is a curtailment and the 
effect of any reduction for past service is a negative past service cost; 

• Negative past service cost arises when a change In the l^enefits attributable to past service results in a reduction 
In the present value of the defined benefit obligation; and 

• A curtailment may arise from a reduction in the extent to which future salary increases are linked to the benefits 
payable for past service 

The definition of return on plan assets’ has also l)een amended to require the deduction of plan administration costs only 
to the extent that such costs have not been reflected In the actuarial assumptions used to nieasure the defined benefit 
obligation. 

The term Tall due" in the definition of ^short term employee benefits" has been replaced with ‘due to be settled ’ 

The effective date of the amendment is for years beginning on or after 01 January 2009. 

The municipality does not envisage adoption of the policy until such time as it l^econies appicable to the municipality’s 
operations. 

It is unlikely that the ammendment will have a material impact on the entity’s annual financial statements 

May 2008 Annual Improvements to IFRS’s: Amendments to IAS 36 (AC 128) Impairment of Assets 

The amendment requires disclosures of estimates used to determine the recoverable anxwnt of cash-generating units 
containing goodwill or intangible assets with Indefinite useful lives. Specifically, the following disclosures are required when 
discounted cash flows are used to estimate fair value less costs to sell 

• The period over which management has projected cash flows; 

• The growth rate used to extrapolate cash flow projections; and 

• The discount rate(s) applied to the cash flow projections 
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3. New standards and interpretations (continued) 

The effective date of the amendment is for years beginning on or after 01 January 2009. 

The municipality has not envisaged the adoptation of the ammendment untill such time that it becomes applicable the 
muniapalit/s operations 

The impact of the amendment is not material. 

GRAP 5: Borrowing Costs 

This Standard allows entities, in the exceptionally rare cases, to expense borrowing costs that are directly attnbutable to 
the acquisition, construction or production of a qualifying asset This applies when it is inappropnate to capitalise 
borrowing costs 

It Is inappropriate to capitalise lx)rrowing costs when, and only when, there is clear evidence that it is difficult to link the 
borrowing requirement of an entity directly to the nature of the e.xpenditure to be funded i e. capital or current. In such 
cases, an entity shall expense those borrowing costs related to a qualifying asset directly to the statement of financial 
perfomiance. 

The following Directive also need to be considered; 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires only prospective application of the 
Standard and only will apply to borrowing costs incurred on qualifying assets where the commencement date for 
capitalisation is on or after the effective date of the Standard 

The effective date of the standard is for years l)eginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual finanaal statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 9: Revenue from Exchange Transactions 

The definition of revenue in terms of GRAP 9 incorporates the concept of service potential Revenue is the gross inflow of 
economic benefits or service potential when those inflows result in an increase in net assets, other than increases relating 
to contnbutions from owners 

Entities may derive revenue from exchange or non-exchange transactions 

An exchange transaction is one in which the municipality receives resources or has liabilities extinguished, and directly 
gives approximately equal value to the other party in exchange. 

Non-exchange revenue transaction is a transaction where an entity receives value from another entity without directly 
giving approximately equal value in exchange 

An entity reco^ises revenue when it is prol^able that economic l)enefits or service potential will flow to the municipality, 
and the municipality can measure the l)enefits reliably 

GRAP 9 clarifies that this Standard only applies to revenue from exchange transactions. 

Other than terminology difference, no affect on initial adoption of Standard on GRAP 9 
The following Directives also needs to be considered 

Directive 4 - Transitional provisions for medium and low capaaty muniapalities requires retrospective application of the 
Standard. 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municiplity has adopted the standard for the first time in the 2010 annual financial statements 
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3. New standards and interpretations (continued) 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 12: Inventories 

GRAP 12 includes the definition of current replacement costs as the cost the municipality ‘Aould incur to acquire the asset 
on the reporting date GRAP 12 also includes the pnncipal of service potential associated with the item that will flow to the 
municipality as part of recognitKxi criteria for inventones as well as the concept of goods purchased or produced for 
distnbutKXi at no charge or for a nominal consideration, which is specific to the public secta. 

Initial measurement is required at cost (an exchange transaction) and where inventories are acquired at no cost or nominal 
consideration (norvexchange transaction), their cost shall be their fair value at acquisition date. 

Subsequent measurement shall be at lower of cost and net realisable value except if inventories are held for 

• distnbution at no charge or for a nominal charge, or 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge 
If the above applies then subsequent measurement shall be at the lower of cost or current replacement cost 
The retail method of measurement of cost is excluded from GRAP 12 

Directive 4 - Transitional provisions for medium and low capaaty muniapalities requires retrospective application of the 
Standard. However, entities are not required to measure inventones in accordance with the requirements of the Standard 
for reporting periods l)eginning on or after a date within three years following the date of initial adoption of the Standard. 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 13: Leases 

GRAP 13 incorporates additional guidance on the concept of substance and legal form of a transaction, to illustrate the 
difference between lease and other contracts and on operating lease incentives. 

In certain circumstances, legislation may prohibit the entering into certain types of lease agreements. If the municipality 
has contravened these legislative requirements, the municipality is still required to apply the requiren^ients of GRAP 13 

Other than the abovementioned requirements, there is no other impact on the Initial adoption of GRAP13. 

The following Directive also needs to be considered: 

Directive 4 - Transitional provisions for medium and low capaaty muniapalities requires retrospective application of the 
Standard. Where items have not been recognised as a result of transitional provisions under the Standard of GRAP on 
Property. Plant and Equipment or the Standard of GRAP on Agnculture. the recognition requirements of the Standard 
would not apply to such items until the transitional provision in that Standard expires. 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time In the 2010 annual financial statements. 

The impact of the standard Is set out in note 2 Changes in Accounting Policy. 

GRAP 14: Events after the reporting date 

An event, which could be favourable or unfavourable, that occurs between the reporting date and the date the »inual 
finanaal statements are authorised for issue 

GRAP 14 requires the date of authorisation for issue is the date on which the annual finanaal statements have received 
approval from nianagement to be issued to the executive authority or municipal council 
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3. New standards and interpretations (continued) 

Two types of events can be identified: 

• those that provide evidence of conditioos that existed at the reporting date (adjusting events after the reporting 
date), and 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date) 

An entity shall adjust the amounts recognised in Its annual financial statements to reflect adjusting events after the 
reporting date. 

An entity shall not adjust the amounts recognised in Its annual finanaal statements to reflect non-adjusting events after the 
reporting date. 

The effective date of the standard is for years beginning on or after 01 July 2009 

The minucipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 16: Investment Property 

Investment property includes property held to earn rentals and/or for capital appreciation, rather than held to meet service 
delivery objectives, the production or supply of goods or services, or the sale of an asset in the ordinary course of an 
entity s operations. 

GRAP 16 states that the use of property to provide housing as a social service does not qualify as Investment property 
even though rentals are earned 

At initial recognition, investment property Is pleasured at cost including transaction costs However, where an entity 
acquires investment property through a non-exchange transaction (i e. where it acquired the investment property for no or 
a nominal value), its cost is its fair value as at the date of acquisition. 

The cost of selTconstructed investment property is the cost at date of completion. 

After initial recognition, entities can carry Investment property at either the fair value (fair value model) or cost less 
accumulated depreciation and accumulated Impairment (cost model). 

An entity Is required to disclose the fair value of investment properly if the cost model is used When an entity carries 
investment properties at fair value, the fair value needs to \ye determined at every reporting date. Gains or tosses ansing 
from changes In fair value are included in surplus or deficit for the period in which they arise 

The following Directive also needs to be considered: 

Directive 4 - Transitional provisions for medium and tow capacity muniapallties requires retrospective application of the 
Startoard. However, entities are not required to measure investment properties in accordance with the requiren>ents of the 
Standard for reporting periods beginning on or after a date within three years following the date of initial adoption of the 
Standard. 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is not material. 

GRAP 17: Property, Plant and Equipment 

GRAP 17 does not require or prohibit the recognition of hentage assets but if an entity recognises heritage assets the 
municipality needs to comply wrth GRAP 17 disclosure requirements. 

Additional commentary has been included in to clarify the applicability of infrastructure assets to be recognised in temis of 
GRAP 17 

^ ^ 
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3. New standards and interpretations (continued) 

Where an entity acquires an asset through a non-exchange transaction, i.e. for a nominal or no consideration, Its cost is its 
fair value as at the date of acquisition 

The disclosure requirement for temporarily idle, fully depreciated property, plant and equlpn>ent and for property, plant and 
equipment that are retired from active use is required In GRAP 17 whereas IAS 16 only encourages this disclosure 

The following Directive also needs to be considered: 

Directive 4 - Transitional provisions for medium and low capaaty muniapalrties requires retrospective application of the 
Standard. However, entities that applied the transitional provisions in the Standard of GAMAP on Property. Plant and 
Equipment may continue to take advantage of those transitional provisKins until they expire. Entities are also not required 
to measure classes of Property, Plant and Equipment in accordance with the requirements of the Standard for reporting 
periods l^eginning on or after a date within three years following the date of initial adoption of the Standard. 

The effective date of the standard Is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual financial staten'ients 

The impact of the standard is set out In note 2 Changes In Accounting Policy. 

GRAP 19: Provisions. Contingent Liabilities and Contingent Assets 

GRAP 19 exclude from Its scope those provisions and contingent liabilities arising from social l)enefits for which it does 
not receive consideration that is approximately equal to the value of goods and services provided directly In return from the 
reapients of those benefits 

For the purpose of GRAP 19. social benefits refers to goods, services and other benefits provided in the pursuit of the 
soaal policy objective of a government This Standard includes guidance on the accounting of these social iDenefits. 

Outflow of resources emlxxlying service potential also needs to iDe considered in when assessing if a present obligation 
that anses from past events exists or not. 

The Standard includes accounting for obligations to make additional contnbutions to a fund. This is similar to the 
requirements of IFRIC5 (AC438). 

It further includes the accounting for the changes In existing decommissioning, restoration and similar liabilities. This Is 
similar to the requirements of IFRIC1 (AC434). 

GRAP 19 give specific guidance regarding restructuring by way of transfers that will take place under a government 
directive and will not involve binding agreements. An oWigation exists only when there is a binding transfer agreement. 

Additional disclosure for each class of provision regarding reductions in the carrying amounts of provisions that result from 
payments or other outflows of econonvc benefits or service potential made during the reporting period and reductions in 
the canying amounts of provisions resulting from remeasurement of the estimated future outflow of economic benefits or 
service potential, or from settlement of the provisions without cost to the municipality. 

If an external valuation is use to measure a provision the infomiation relating to the valuation can usefully be disclosed. 

Directive 4 - Transitional provisions for medium and low capaaty muniapalities requires retrospective application of the 
Standard. However, where items have not been recognised as a result of transitional provisions under the Standard on 
Property, Plant and Equipment, the recognition requirements of the Standard on Provisions, Contingent Liabilities and 
Contingent Assets would not apply to such items until the transitional provisions in that Standard expire. 

The effective date of the standard Is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual finanaal statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 
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3. New standards and interpretations (continued) 

GRAP 23: Revenue from Non-exchange Transactions 

Revenue from non-exchange transactions arises when an entity receives value from another entity without directly giving 
approximately equal value In exchange An asset acquired through a nonexchange transaction shall initially be measured 
at Its fair value as at the date of acquisition 

This revenue will lie measured at the amount of increase in net assets recognised by the municipality 

An inflow of resources from a non-exchange transaction recognised as an asset shall be recognised as revenue, except to 
the extent that a liability is recognised for the same inflow. As an entity satisfies a present ol)ligation recognised as a 
liability in respect of an inflow of resources from a non-exchange transaction recognised as an asset, it will reduce the 
carrying amount of the liability recognised as recognise an amount equal to that reduction 

This Standard has l)een approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance 

The effective date of the standard is for years iDegmning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 100: Non-current Assets Held for Sale and Discontinued Operations 

GRAP 100 includes in its scope the reference to non-cash generating assets It further includes definitions relevant to the 
understanding of the Standard e g. Non-cash-generating assets' are assets other than cash-generating assets and “value 
in use of a non-cash-generating asset' is the present value of the asset s rentaining service potential. 

GRAP 100 excludes from the description of a discontinued operation reference to a controlled entity acquired exclusively 
with a view to resale. 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional institutions requires prospective 
application of this Standard. 

Directive 3 - Transitional provisKms for high capacity municipalities requires prospective application of the Standard 
However, the Standard would not apply to those items that have not t)een recognised as a result of the transitional 
provisions under the Standard of Property. Plant and Equipment until the transitional provision in that Standard expires 

Directive 4 • Transitional provisions for medium and low capaaty municipalities requires prospective application of the 
Standard. iHowever, the Standard would not apply to those items that have not been recognised as a result of the 
transitional provisions under the Standards of GRAP on Inventories. Investment Property. Property, Plant and Equipment, 
Agncuiture and intangible Assets until the transitional provision in that Standard expires 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual finanaal statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 102: Intangible Assets 

GRAP 102 excludes guidance on accounting for intangible assets acquired as part of an entity combination and in-process 
research and development costs acquired in an entity combination 

Recognition requirement includes the concept of the probable flow of service potential 

GRAP 102 distinguishes between impairment loss of cash generating and non-cash-generating assets 

Intangible assets acquired at no or for a nominal cost shall be measured on acquisition date at its fair value. 
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3. New standards and interpretations (continued) 

In GRAP 102 the identifiability criterion in the definition of an intangible asset has been expanded to include contractual 
rights ansing from binding arrangements, and to exclude rights granted by statute. 

Additional guidance included in GRAP 102 to explain that distinction should be made between assets associated with the 
item of property, plant and equipment and the intangible asset 

Guidance on web site costs has been included in GRAP 102 from SIC Interpretation 32 Intangible Assets - Web Site 
Costs 

Guidance on intangiWe assets that may be acquired in exchange for norvmonetary assets, where the exchange 
transaction lacks commercial substance has not been included in GRAP 102 as guidance to l)e included in GRAP 23. 

GRAP 102 does not state “gains shall not l^e classified as revenue’ as GRAP term Income” has a Ixoader meaning than 
the term "revenue" 

Directive 4 - Transitional provisions for medium and low capacity requires retrospective application of the Standard 'Where 
entities have, on initial adoption of the Standard, accumulated and retained sufficient information alxxjt costs and the 
future economic benefits or service potential related to intangible assets that may have been expensed previousJy, those 
intangiWe assets should be recognised in accordance with the Standard Entities are not required to measure intangiWe 
assets for reporting periods l)eginning on or after a date within three years following the date of initial adoption of the 
Standard of GRAP on Intangible Assets 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual finanaal statements. 

The impact of the standard is not material. 

IPSAS 21: Impairment of Non Cash-Generating Assets 

The method of measurement of value In use of a non-cash-generating asset under this Standard is different to that applied 
to a cash generating asset 

Asset should be nieasured by reference to the present value of the remaining service potential of the asset 

Determining value in use (present value of remaning service potential) of a non-cash-generating asset, may be the 
depreciated replacement cost approach, restoration cost approach and service units approach 

This Standard does not require entities to apply an impairment test to property, plant and equipment earned at revalued 
amounts 

This Standard does not include a decrease in market value significantly greater than would be expected as a result of the 
passage of tinie or normal use as a minimum indication of impairment This indication is included as an additional 
indication that impairment may exist 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is not material. 

IPSAS 20: Related Party Disclosure 

IPSAS 20 specifically excludes any consideration provided to key management personnel solely as a reimbursement for 
expenditure Incurred by those individuals for the benefit of the reporting entity 

The effective date of the standard is for years beginning on or after 01 July 2009 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 
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3. New standards and interpretations (continued) 

The impact of the standard is not material. 

3.2 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have l)een published and are 
mandatory for the munipality s accounting periods beginning on or after 01 July 2010 or later periods: 

GRAP 18: Segment Reporting 

Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the vanous actvities urxlertaken by the 
municipality The major classifications of activities identified in budget documentation will usually reflect the segn>ents for 
which an entity reports infom-iation to management. 

Segment information is either presented based on service or geographical segments Service segments relate to a 
distinguishalDle component of an entity that provides specific outputs or achieves particular operating objectives that are in 
line with the muniapality’s overall mission. Geographical segments relate to specific outputs generated, or particular 
ol^ectives achieved, by an entity within a particular region 

This Standard has \yeen approved by the Board but its effective date has not yet been detemtined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance 

Directive 4 - Transitional provisions for medium and low capacity municipalities states that no comparative segment 
information need to be presented on initial adoption of the Standard. Where items have not l>een recognised as a result of 
transitional provisions un the Standard of GRAP on Property. Plant and Equipment and the Standard of GRAP on 
Agncufture, the recognition requirements of the Standard would not apply to such Items until the transitional provision in 
that standard expires. 

The effective date of the standard is for years beginning on or after 01 July 2011. 

The municipality does not envisage the adoptation of the standard until sich time as it becomes applicai)le to the 
muniapalit/s operations 

it is unlikely that the standard will have a material impact on the municipaiitys annual financial statements. 

GRAP 24: Presentation of Budget Information in the Financial Statements 

Subject to the requirements of paragraph .19, an entity shall present a comparison of the budget amounts for which it is 
held publicly accountable and actual amounts either as a separate additional financial statement or as additional budget 
columns in the financial statements currently presented in accordance with Standards of GRAP The companson of budget 
and actual amounts shall present separately for each level of legislative oversight: 

• the approved and final budget amounts; 

• the actual anx)unts on a comparable basis; and 

• by way of note disclosure, an explanation of material differences l^etween the budget for which the municipality 
Is held publicly accountable and actual amounts, unless such explanation is included in other public documents 
issued in conjunction with the finanaal statements, and a cross reference to those documents is made in the 
notes. 

Where an entity prepares its budget and annual finanaal statements on a comparable basis, it includes the comparison as 
an additional column in the primary annual financial statements ^Atiere the budget and annual financial statements are 
not prepared on a comparable basis, a separate statement Is prepared called the Statement of Comparison of Budget and 
Actual Amounts’. This statement compares the budget anx)unts with the amounts in the annual financial statements 
adjusted to be comparable to the budget 

A comparal)le basis means that the budget and annual financial staten>ents: 

• are prepared using the same basis of accounting i.e either cash or accrual; 

• include the same activities and entities; 

• use the same classification system: and 

• are prepared for the same period. 
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3. New standards and interpretations (continued) 

This Standard has lieen approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance 

The effective date of the standard is for years beginning on or after 01 Apnl 2010 

The municipality does not envisage the adoptation of the standard until such time as it liecomes applicable to the 
muniapalit/s operations 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

IGRAP 1: Interpretation of GRAP: Applying the Probability Test on Initial Recognition of Exchange Revenue 

An entity assesses the probability of each transaction on an individual basis when it occurs Entities shall not assess the 
probability on an overall level based on the payment history of recipients of the service in genera when the probability of 
revenue is assessed at Initial recognition. 

The full amount of revenue will be recognised at initial recognition. Assessing impainnent is an event that takes place 
subsequently to initial recognition Such impairment is an expense Revenue is not reduced by this expense 

The effective date of the interpretation is for years beginning on or after 01 Apnl 2010. 

The municipality does not envisage the adoptation of the standard until such time as it l)econies applicable to the 
operations of the municipality. 

It is unlikely that the interpretation will have a matenal impact on the muniopality's annual finanaal statements. 
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Figures in Rand 





2010 

2009 

4* Investment property 









2010 



2009 



Cost/ 

Valuation 

Accumulated 

depreciation 

Carrying 

value 

Cost/ 

Valuation 

Accumulated 

depreciation 

Canying 

value 

Investment property 

198,150 

(;84.250] 

113.900 

190,150 

184,250) 

113,900 


Transitional provisions 


Investment property recognised at provisional amounts 

In accordance with the transitional provisions ^ per Drecave 4 of the GRAP Reporting Framework, as disclosed in note 2. 
certain investnient property wtth a ca^rying value of R 11 3,9(X) (2009 R 1 13,900) was recognised at provisional amounts, 
Carrying amounts of investment property carried at provisional amounts are 

Due to initial adoption of GRAP 16 

Buildings - OTice Parkhonie 

Land - Erf 339 1 00.000 1 00,000 

Land -Erf 264 11000 11,000 

Land -Erf 282 2,900 2,900 

Steps taken to establish the values of investment property recognised at provisional arrxxjnts due to the initial adopbon of 
GRAP 16, IS as follows- 

The municipality is in the proce^ of appotnting suitabiy qualified consurtants to perform a complete valuation on all assets 
dunng the next fln^cial year. 

The date at vrfiich full compliance GRAP 16 is expected, is 30 June 2012. 

5. Property, plant and equipment 



2010 



2009 


Cost/ 

Accumulated 

Carrying 

Cost/ 

Accumulated 

Carrying 

Valuation 

depreciation 

value 

Valuation 

depreciation 

value 


Land 

168,000 

168,000 

168,000 

- 

168,000 

Buildings 

6.166,311 

(1,226,944) 4,939.367 

6,166,311 

(1,015,643) 

5,150.668 

Infrastructure 

824,508 

(136,751) 687,757 

757,768 

(105,795) 

651973 

Community Assets 

14.946,521 

(1,726,674) 13,219,847 

14.748,146 

(1,233,123) 

13,515.023 

Otf^r property, plant and 

8,132,444 

(4,247,264) 3,885,180 

5.504,453 

{3,066.870) 

2,437.583 

equipment 






Finance lease assets - other 

582,000 

(330,717) 261.283 

582,000 

(214,316) 

367.684 

property, plant and equipment 






Capital work in progress 

36,026,130 

- 36,026,130 

14,335,309 

- 

14,335.309 

Total 

66.845*914 

(7*668350) 59*177*564 

42*261*987 

(5*635.747) 

36*626.240 

Reconciliation of the carrying value of pror>eny, plant and equipment * 2010 





Opening Additions Depreciation 

Total 



balance 




Land 


168,000 

- 

* 

168,000 

Buildings 


5,150,668 

- 

(211.301) 

4.939,367 

Infrastructure 


651,973 

66,741 

(30,957) 

687,757 

Community Assets 


13.515,023 

198,375 

(493.551) 

13.219,847 

Other property plant and equipment 


2,437,583 

2,627,994 

(1180.397) 

3,885,180 

Rnance lease assets - (#ier property, plant arxl equipment 367,634 

* 

(116.401) 

251,283 

Capital work in progress 


14.335,309 

21.690,821 


36.026,130 
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5. Property, plant and equipment (continued) 


36,626,240 24,583,931 (2,032,607) 59,177,564 


Reconciliation of the carrying value of property, plant and equipment - 2009 



Opening 

balance 

Additions 

Other 

changes, 

movements 

Depreciation 

Total 

Land 

168.000 

- 

- 

- 

168,000 

Buildings 

5,349,702 

12,000 

- 

(211,034) 

5,150,668 

Infrastructure 

122.033 

548.541 

- 

(18,601) 

651,973 

Community assets 

17,832,513 

- 

(3,826.418) 

(491,072) 

13,515,023 

Other property, plant and equipment 

2,658,570 

904,832 

(421,541) 

(704,278) 

2.437,583 

Finance lease assets - other property, plant 
arKJ equipment 

484.084 

*• 

• 

(116,400) 

367,684 

Capital work in progress 

- 

14,335,309 

- 

- 

14.335,309 


26,614,902 

15,800,682 

(4,247,959) 

(1,541,385) 

36,626,240 


Assets subject to finance lease (Net carrying amount) 

Other property, plant and equipment 251 .283 367,684 


Transitional provisions 

Property, plant and equipment recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note 2, 
certain property, plant and equipment with a carrying value of R 59,291.464 (2009; R 36,740,140) was recognised at 
provisional amounts. Carrying amounts of property, plant and equipment carried at provisional amounts are: 
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5. Property, plant and equipment (continued) 



Due to initial adoption of GRAP 17 




Land 


281,900 

281,900 

Buildings 


4,939,367 

5,150,667 

Infrastructure 


687,757 

651,973 

Communrty Assets 


13,219,847 

13.515,023 

Other property, plant and equipment 


4,136,463 

2.805,267 

Work in progress 


36,026,130 

14,335,309 

Steps taken to establish the values of property, plant and equipment recognised at provisional amounts due to the initial 

adoption of GRAP 17, is as follows 




The Municipality is in the process of appointing suitably qualified consultants to perfomi a complete valuation of ail assets 

dunng the next financial year. 




The date at which full compliance with GRAP 17 is expected, is 30 June 2012. 


6. Intangible assets 





2010 

2009 


Cost/ 

Accumulated 

Carrying Cost / Accumulated 

Carrying 

Valuation 

amortisation 

value Valuation amortisation 

value 

Computer software, other 37,665 

(18,590) 

19,075 37,665 (11.057) 

26,608 

Reconciliation of intangible assets - 2010 


Opening Amortisation 
balance 

Total 

Computer software, other 


26,608 (7,533) 

19,075 

Reconciliation of intangible assets • 2009 


Opening Amortisation 
balance 

Total 

Computer software, other 


32,552 (5,944) 

26,608 

7. Inventories 




Consumable stores 


19.217 

- 

Inventory is carried at the lower of cost or net realisable value 



8. T rade and other receivables 




Staff debtors 


14.350 

653,774 

Other debtors 


13.206 

13,206 



27,556 

666,980 

9. VAT receivable 




Value Added Tax 


1,545,855 

860,582 


e 
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10. Consumer debtors 


Gross balances 


Rates 

1,496,227 

1.168,709 

Refuse 

1,327.433 

143,198 


2,823,560 

1,311r907 

Less: Provision for debt impairment 

Rates 

855,413 

641,438 

Refuse 

979,379 

94,298 


1,834,792 

735,736 

Net E>alance 

Rates 

640,814 

527,271 

Refuse 

348.054 

48,900 


988.868 

576,171 

Rates 

Current (0 >30 days) 

674,541 

554,990 

31 - 60 days 

59,950 

25,940 

61 - 90 days 

34,667 

- 

91 - 120 days 

34,667 

- 

121 -365 days 

692,401 

587,777 


1,496.226 

1,168,707 

Refuse 

Current (0-30 days) 

366.373 

51.474 

31 - 60 days 

111,906 

2,338 

61 • 90 days 

109,160 

- 

91 -120 days 

109,087 

- 

121 -365 days 

630,907 

89,386 


1,327,433 

143,198 

Reconciliation of debt impairment provision 

Balance at beginning of the year 

735J36 

660,737 

Contnbutions to provision 

1.099,056 

74,999 


1,834.792 

735,736 


Consumer debtors past due but not impaired 

95% of Consumer debtors which are fess than 60 days past due are not considered to be impaired. At 30 June 2010, 
R 988.869 (2009: R 576,141) were past due but not impaired. 

The ageing of amounts past due Ixjt not impaired is as foifows: 

Current 

1 month past due 


J 


97,064 5.140 

891,784 571,000 
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2009 

1 1 . Cash and cash equivalents 



Cash and cash equivalents consist of 

Cash on hand 

1,005 

1,005 

Bank balances 

2,499,878 

145,369 

Bank overdraft 

- 

(925,761) 


2.500.883 

(779,387) 

Current assets 

2,500,883 

146,374 

Current liabilities 

- 

(925,761) 


2.500,883 

(779,387) 


The Municipality had the following bank accounts 

Account number / description Bank statement balances 

30 June 2010 30 June 2009 
ABS A Bank Limited Newcastle - 1 ,991 ,923 51 6,645 

Current Account - 4053709558 

FNB Bank Limited Mtubatuba - 516,371 145.369 

Current Account - 62205724174 


Total 2,508,294 662.014 


12. Finance lease obligation 
Minimum lease payments due 


- within one year 

160,757 

142,517 

- in second to fifth year inclusive 

231,672 

392,429 


392.429 

534.946 

less: future finance charges 

(41,198) 

(79,304) 

Present value of minimum lease payments 

351,231 

455,642 

Present value of minimum lease payments due 
- within one year 

133,636 

104,412 

- in second to fifth year inclusive 

217,595 

351,231 


351,231 

455,643 

Non-current liabilities 

217.595 

351,230 

Current liabilities 

133,636 

104.412 


351,231 

455,642 


The average lease term was 5 years and the average effective borrowing rate w'as 12 (2009: 12%). 

Interest rates are fixed at the contract date All leases escalate at Ijetween 10% and 15% p.a and no arrangen'ients have 
been entered into for contingent rent. 

The municipality’s obligations under finance leases are secured by the lessor’s charge over the leased assets 

13. Unspent grants and receipts 

Unspent conditional grants and receipts comprises of: 

Conditional grants from other spheres of government 

Unspent conditioni grants 5,008,838 5,148,400 


^ ^ 

j 
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13. Unspent grants and receipts (continued) 

Refer to Appendix D for more detail on conditional grants and receipts 

14. Trade and other payables 


Trade payables 

Other payables 

Accrued leave pay 

Accrued bonus 

Deposits received 

4,322.809 

2,295 

961,116 

229,633 

11,948 

1,357,287 

433,595 

630,106 

226.972 

12,509 


5,527.801 

2.660,469 

15. Revenue 



Property rates 

Penalties imposed and collectKXi charges 

Service charges 

Public contributions and donations 

Fines 

Licences and permits 

Government grants & subsidies 

466.652 

88.600 

1,051,973 

7,884.499 

301.283 

56,840,367 

102,157 

102,338 

13,636 

25,698 

2.917,384 

673,954 

39,362,797 


66,633.374 

43.197,964 

The amount included In revenue arising from other services are as follows: 

Service charges 

Licences and permits 

1,051,973 

301.283 

13,636 

673,954 


1,353,256 

687,590 

The amount included in revenue arising from non-exchange transactions is as 
follows: 

Property rates 

Penalties imposed and collectMxi charges 

Public contributions and donations 

Fines 

Government grants & subsidies 

466,652 

88.600 

7,884,499 

56,840,367 

102,157 

102,338 

25,698 

2,917,384 

39,362,797 


65,280,118 

42,510,374 

16. Property rates 



Rates received 



Mumcipal 

466.652 

102,157 

Penalties imposed and collection charges 

466.652 

88,600 

102,157 

102,338 


555,252 

204,495 

17. Service charges 



Refuse removal 

1,051,973 

13,636 
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18. Government grants and subsidies 

Equitable share 

31.051.345 

24,180,304 

Conditional and other grants 

25.789.022 

56,840.367 

15,182,493 

39,362,797 

Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community 

meml)ers. 

Conditional and other grants 

Balance unspent at beginning of year 

5,148.400 

9.584,617 

Current-year receipts 

25,721.288 

19,508,710 

Conditions met - transferred to revenue 

Conditions still to iDe met - remain liabilities (see note 13) 

(25,581,726) 

5,008.838 

(15,052,493) 

5,148,400 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act. (Act 1 of 2010), no significant changes in the level of 
government grant funding are expected over the forthcoming 3 financial years 

19. Other revenue 

Rental Income - third party 

165.893 

229,486 

Sundry income 

1.147,770 

1,313.663 

186,074 

415,560 

20. General expenses 

Advertising 

595,805 

702.745 

Auditors remuneration 

1.546.716 

383,383 

Bank charges 

28,328 

149,482 

Cleaning 

(707) 

46,613 

Consulting and professional fees 

6,146,066 

3.753,158 

Consumables 

17.952 

3,524 

Entertainment 

146.220 

158.343 

Fines and penalties 

6,154 

3,611 

Insurance 

214.683 

116,251 

Office machine rentals 

98,503 

152,679 

Fuel and oil 

974,188 

800,862 

Postage and couner 

529,300 

520,994 

Printing and stationery 

162.192 

175,093 

Royalties and license fees 

4,891 

8,303 

Secunty (Guarding of municipal property) 

591,690 

632,998 

Subscriptions and membership fees 

15,992 

22,982 

Training 

109,517 

173,054 

Assets expensed 

- 

544 

Electricity 

348.952 

102,078 

Uniforms 

6,141 

41.245 

Administrative expenses 

426,089 

997,319 

General 

1,472.789 

989,099 

Subsistence and Travel 

1,624.288 

1,565,545 

Sports 

289.201 

15,354.950 

254,724 

11,754,629 
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21* Employee related costs 

Basic 

7.818.683 

5,593,899 

Bonus 

393.520 

311,436 

Medical aid - company contributions 

243.019 

190.710 

UIF 

71,427 

91.608 

SDL 

154.892 

60,672 

Post-employment !)enefits 

403,453 

316,703 

Travel, motor car, accommodation, subsistence and other allowances 

361.088 

1,116.548 

Overtime payments 

536.734 

548.217 

Housing l)enefits and allowances 

893.216 

541.545 

Telephone, cell allowances 

187,747 

172,908 

Industrial council 

(5,828) 

28,017 

Leave 

341.313 

377,356 


11899.264 

9,349.619 

Remuneration of municipal manager 

Annual Remuneration 

361,981 

323.373 

Travel, car, acommodation, subsistence and other allowance 

286.959 

309,018 

Coritnbytioris to UIF, Medical and Pension Furxls 

7.322 

6.970 


656262 

639.361 

Remuneration of chief finance officer 

Annual Remuneration 

345.961 

309.955 

Travel, car, acommodation, subsistence and other allowance 

236.037 

246,515 

Contnbutions to UIF, Medical and Pension Funds 

6761 

6.376 


588759 

562*846 

Corporate and human resources (corporate services) 

Annual Remuneration 

341.572 

304,826 

Travel, car, acommodation, subsistence and other allowance 

289.738 

287,024 

Contnbutions to UIF, Medical and Pension Funds 

7,117 

7.957 


638,427 

599,807 

Planning 

Annual Remuneration 

274,828 

* 

Travel, car, acommodation, subsistence and other allowance 

297.510 

- 

Contnbutions to UlF, Medical and Pension Funds 

6,725 

* 


579,063 

- 

Community Services 

Annual Remuneration 

345.899 

308,539 

Travel, car, acommodation, suljsistence and other allowance 

208.395 

197.469 

ConmbutKxis to UIF, Medical and Pension Funds 

6,498 

6,086 


560792 

512,094 


22* Remuneration of councillors 


Mayor 

Deputy Mayor 
Speaker 


276,576 

204,666 

391,335 



314.644 

425763 

215.464 
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22. Remuneration of councillors (continued) 

Executive committee 

861,844 

895,016 

Councillors 

3,149.384 

2,573,186 

Conciltors’ pension and medical aid contnbutKX^s 

69,785 

49,139 

Counallors’ allowances 

2,004,097 

7,040,981 

1,645,353 

5,999,320 

In-kind benefits 

The Mayor, Executive Mayor, Speaker and Executive Committee Members are full-time 
and secretarial support at the cost of the Council 

The Mayor has the use of separate Council owned vehicles for official duties. 

The Mayor has two full-time bodyguards 

23. Investment revenue 

. Each is provided with an office 

Interest revenue 

Interest Income 

373,021 

1,050,717 

24. Depreciation and amortisation 

Property, plant and equipment 

2,032,602 

1.541,385 

Intangible assets 

7.533 

2,040.135 

5,943 

1,547,328 

25. Finance costs 

Finance leases 

42.701 

46,459 

26. Auditors' remuneration 

Fees 

1,546,716 

383,383 

27. Contracted services 

Other Contractors 

9,134 

- 

28. Cash generated from operations 

Surplus (deficit) 

Adjustments for: 

21,366,726 

(2.548,699) 

Depreciation and anx)rtisation 

2,040,135 

1.547,328 

Finance costs - Finance leases 

42.701 

46,459 

ProvisKxi for doubtful debts 

Changes in working capital: 

1,099,055 

74,999 

Inventories 

(19.217) 

- 

Trade and other receivables 

639,424 

4,502,244 

Consumer delMors 

(1,511,752) 

(32,358) 

Trade aid other payables 

2,867,331 

(40,756) 

VAT 

(685.273) 

5,033,591 

Unspent grants and receipts 

(139.562) 

- 

Prior year adjustments 

25,699.568 

(3,897,592) 

4,685,216 
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29. Going concern 

The annual financial statements have been prepared on the basis of accounting polices applicable to a going concern, 
however the municipality takes into consideration that as at 30 June 2010. there was a shortfall of R5.227.603 to support 
unspent conditional grants other current llablities The municipality is in the process of developing a revenue enhancement 
strategy which will assist the municipality in improving its cash resources. 

30. Additional disclosure in terms of Municipal Finance Management Act 
Audit fees 


Opening balance 


5,281 

- 

Current year subscription / fee 


747,760 

179,230 

Amount paid - current year 


(747,760) 

(173,949) 

Amount paid - previous years 


(5.281) 

- 



- 

5,281 

PAYE and UIF 




Opening balance 


208,486 

214,013 

Current year payroll deductions 


3,346,688 

2,690,605 

Amount paid - current year 


(3,068,093) 

(2.482,119) 

Amount paid- previous year 


(208.486) 

(214,013) 



278.595 

208,486 

Ttie balance represents PAYE and UIF deducted from the June 2010 payroll. These amounts were paid dunng July 2010. 

Pension and Medical Aid Deductions 




Current year payroll deductions and counal contributions 


1,266,522 

966,978 

Amount paid - current year 


(1,266,522) 

(966.978) 



- 

- 

VAT 




VAT receivable 


1.545.855 

860,582 

VAT output payables and VAT input receivables are shown in note 




All VAT returns have l)een submitted by the due date throughout the year. 




Councillors* arrear consumer accounts 




The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2010 


30 June 2010 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor M.D Hlabisa 

1,287 

1,579 

2,866 

30 June 2009 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor M.D Hlabisa 

1,009 

1,579 

2,588 
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30 Additional disclosure in terms of Municipal Finance Management Act (continued) 

Ounng tre >>ear foitoerirg Councillors' nad area- accounts outs-^noing To- Tore man 93 days 


30 June 2010 

Highest 

Aging 


outstanding 

amount 

(In days) 

Councillor M 0 HlaOisa 

1.579 1 8C -► cays 

30 June 2009 

Highest 

Aging 


outstanding 

amount 

(In days) 

Councilla M D HiaOisa 

31 Commitments 

Authoneed capital expenditure 

Already contracted and provided for 

1.579 18C ♦ cays 

• Property, p am ard eq Jicnent 

15.9M.567 

• 

32 Unauthorised expenditure 

Openng caiance 

. 

- 

unautnonsed experoitu-e • curent year 

7.554.407 

- 

Unauthoneed expenditure awaiting autnoneation 

Unaumonseo expenatjre 'eates to unbjdgeied experdiiu-e 

33 Fruitless and wasteful expenditure 

7.554.407 


Openng traiance 

. 

- 

F-jitiess ana wastef ji excendlu-e • cuTent year 

6.154 

- 

Fruitless and wasteful expenditure awaiting condonement 

€.154 

- 

No cnmlr^al or osopinary steps nave at year-end ceen *3xer as a consequerce of accve expenditure 

34 irregular expenditure 


Openrtg caiance 

- 

- 

Acw ireguiar Expenatt jre • currert year 

650.701 

• 

Irregular expenditure awaiting condonation 

€58.701 

- 

Analyeie of expenditure awaiting condonation per age claselficatlon 

Currer: year 

650.701 

• 


□•tails of irregular axpandlturs - currant year 

Payrent to sai\'K>e provider *nere Courcior "rese paynents are tnoer ir’i>escgaf:or oy me 2.^03 

nas an merest njnteipai?:y ard at year-ard no dsipina^ slep-s or 

PayTent to seiN’ioe proiiders ano&e 3*rectors or crmir«l proceedirgs we Deen hatitjtad. Tie €5€.30i 

snarerdoers a-e m me service o* me state recoverac iny of trase payments wk oe e^aoitsnea 

on oonpellon of ir« nvesttgatlon 

658.701 
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35 Stateine>nt of comparative and actual information 
2010 

Original 

Dudget 


Budget Virement Final Dudget 
adjuetmenta (i t o.council 
(It 0 . e28 and approved} 

*9iortne 

MFMA) 


Actual 

outcome 


Unautnorlaed 

expenditure 


variance Actual Actual 

outcome aa % outcome ae % 
or final of original 
budget bud^l 


Financial Performance 

Property •ales 
Service crarges 
ir-.estment revenue 
T»ar«^r« 'ecogneed • operaocna 
omer OA'n ne^ente 

Total revenue (excluding capital tranafera 
and contrlbutlona) 



526.M9 

1€2.W2 

310.125 

45.€52.COO 

e.eoe.cdi 


128.353) 
(859.131) 
(62.896! 
• 2.471.812) 
2.553.425 


105 S 
648 % 
12C S 
105 % 
79% 


105 % 
646 % 
120 % 
125% 
107% 


(We.757] 


101 % 


123 % 


Enpoyee ooata 

(13.140.608) 

(12.841.371) 

(12.841.371) 

(11.899.264) 

(942.107) 

93% 

91 % 

Rerune'ation of courcnora 

(7.420.791) 

(7. 1 35.840)^^^^- 

(7.135.840) 

(7.040.95 1i 

(94.8591 

99 % 

95 % 

Debt npaiment 

Depneciacon and a»« irrpairmen: 

(1.001.778) 

(1.0G1.778jHli^| 

(1.001.778) 

(1,099.0551 

(2.040.135) 

1.C-99.C55 

1.038.357 

204 % 

204% 

Fnance cfargea 

Traraier* ana granU 

{4.025.000} 

(4,790.000 1 

{4.790.000} 

(42.701) 

(9.237.478) 

42.701 

4.447.478 

193% 

230 % 

Otner experditure 

(10.140.049) 

(13.629.936) 

(13.629.936} 

(15.593.718) 

1.963.782 

114 % 

154 % 

Total expenditure 

p5.728^) 

(39.398.925) 

(39.398.925) 

(48.353.332) 

7.554.407 

119 % 

131 % 

Surpiua/(Oericit| 

19.821 .€71 

III III 1 1 

28.022.338 


HH 8.855.810 

78% 

108 % 


4p 


J 
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Original 

Budget 

Virement 

Final budget 

Actual 

unauthorised 

vananca 

Actual 

Actual 


oudget 

adjuatmenta 

(1 1 o.council 


outcome 

expenditure 

outcome as % outcome aa % 



(Ito. a28 and 

approved) 





of final 

of original 



a3iortne 






budget 

bud^t 



MFMA) 








Tfareter* 'ecogreed - capita 

(2.767.000) 

|4.167.0:D. 


(4.167.000) 

• 


•4.167.00C-J 

•% 

-% 

comncuttons 'ecogritec - capital and 
contrtsuted assets 

(17.054.671) 

(23.554.6- ’ . 


123.554.671) 

■ 


I23.554.67l) 

•% 

•% 

SurpHit iDencit) after capital transfers and 
controvtona 

• 

300.ce5 


Mt.CCS 

21.Mt.72C 


l2i.ecc.oci) 

7.10C% 


Surpiua/(Oericit| for tfve year 

• 

300.CC7 


30t.MS 

21.2CC.72C 


(21.0CC.0C1) 

7.10C% 






J 
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Original 

Budgat 

Viramant 

Final Dudgat 

Actual Unautnorlaad 

vananca 

Actual 
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Appendix A: Hlabisa Local Municipality: Analysis of property, plant and equipment as at 30 June 
2010 
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Appendix C 
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Report of the Audit Committee 

This report is provided by the audit committee of Hiabisa Locai Municipality (“the audit 
committee”) in compliance with section 1 66 of the Municipal Finance Management Act No. 56 
of2003(MFMA). 

The audit committee was appointed by the Hlabisa Local Municipality Council in respect of 
the 2010 financial year as audit committee of Hlabisa, to perform the functions listed insection 
1 66 of the Act. During the year under review the audit committee was comprised as 
follows: 

DS DIamini - Chairperson (resigned 30 November 2010) 

MG Ntuli - (resigned 15Aprii2010) 

N Mchunu (appointed during 2010/2011 financiai year) 

W Eckersley (appointed during 2010/2011 financiai year) 

V Mtshali {appointed during 2010/2011 financiai year) 

1. Execution of functions of the audit committee 

The audit committee has executed its duties and responsibilities during the financial year in 
accordance with its terms of reference and the Act. 

With respect to the 2009/2010 financial year of the municipality, the audit committee: 

• Assisted the Council overseeing the: 

o quality and integrity ofthe municipal’s financial statements; 
o the scope and effectiveness ofthe internal and external audit function and 
o the effectiveness ofthe municipal internal control systems; 

• the appointed uMnotho Business Consulting and Auditor General as Internal and External 
Auditors respectively ofthe municipality under section 165 of the Act, both of whom, in the 
opinion ofthe audit committee, are independent of the municipality. 

• ensured that the appointment of uMnotho Business Consulting complies with the Act and 
any other legislation relating to the appointment of auditors. 

• determined, subject to the Act, the nature and extent of any non-audit services which 
uMnotho Business Consulting may provide to the municipality; and 

• performed otherfunctions determined by the Council. 

2. Independence of external auditor 

The audit committee is satisfied that Auditor General is independent organisation. The 
conclusion was arrived at, inter aiia, after taking into account the following factors: 

• Representation made by Auditor General to the audit committee; 

• Auditor General does not, except as external auditor or rendering permitted non audit 
services, receive any remuneration or other benefit from the company; 

• Auditor General’s independence was not impaired by consultancy, advisory or other work 
undertaken by them; 

•Auditor General’s independence was not prejudiced as a result of any previous appointment 
as auditor; and 

• The criteria specified for independence by Independent Regulatory Board for Auditors and 
International bodies. 


On behalf of the audit committee 
\ 

D. DIamini 

Chairperson 
30 November 2010 


